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SUMMARY OF LEGISLATION CONSIDERED BY THE 
COMMITTEE ON BANKING AND CURRENCY 





INTRODUCTION 


During the 85th Congress the House Banking and Currency Com- 
mittee acted on a number of bills of vital importance to the national 
economy. One of these bills established a new program to provide 
new sources of long-term credit for small business concerns, by en- 
couraging the formation of privately owned small business investment 
companies. In the field of housing, bills were enacted to stimulate 
production of housing generally and to extend and improve existing 
programs for slum clearance and urban renewal, farm housing, college 
housing, military housing, and low-rent public housing. Another of 
the committee’s bills completely rewrote the Small Business Act to 
make the Small Business Administration a permanent agency and 
strengthen its powers to assist small business. The committee also 
acted to expand or extend existing programs to maintain production 
essential for national defense, to help finance exports of the products 
of American industries and farms, and to maintain controls needed to 
regulate exports of materials in short supply and trade with Iron 
Curtain countries. These and other bills considered by the com- 
mittee are described more fully below. 


LAWS ENACTED, FIRST SESSION 
EXPORT-IMPORT BANK EXTENSION 
Public Law 85-55—House Report 221 

H. R. 4136 


Following a precedent established in 1945 and continued in 1951, 
the committee acted early in the 85th Congress to extend the life of 
the Export-Import Bank for 5 years, through June 30, 1963. This 
extension was provided for in H. R. 4136, reported by the committee 
on March 25. The bill passed the House on April 9 and the Senate 
on June 5, and became law on June 17. 

The Export-Import Bank is an agency of the United States estab- 
lished in 1934 to assist in the financing of exports and imports between 
the United States and foreign countries. Most credits of the bank 
finance the export of United States manufactured or agricultural prod- 
ucts, or services. ‘To a limited extent imports into the United States 
are also financed but generally financing from commercial banks and 
other private sources is available for this purpose. A provision of the 
charter of the bank expresses the intent of Congress that the bank 
should encourage and not compete with private capital and throughout 
the years the relationship between the hank and private lenders has 
been most harmonious. 
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Many of the development projects abroad for which the bank assists 
in financing exports of American goods and services require consider- 
able time for completion. In order that the development of projects 
of this type may preceed on an even-flow basis the committee has 
deemed it wise to act well in advance of the scheduled expiration date 
of the bank’s lending authority. The 5-year extensions of the agency 
allow operations to proceed without interruption but at the same time 
automatically bring the agency up for review by the committee at 
periodic intervals. 


INTERIM AUTHORIZATION FOR FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


Public Law 85-10—House Report 51 
House Joint Resolution 209 


As the mortgage market tightened in late 1956, offerings of FHA 
and VA mortgages for purchase by FNMA under its secondary market 
operations sharply increased, with the result that FNMA had neared 
the limit of its funds in early 1957. In response to urgent requests for 
action to permit FNMA to borrow more funds for its secondary 
market operations, the committee on February 7 reporte -d out a joint 
resolution increasing this authority by $500 million. This was a stop- 
gap measure, designed to meet FNMA’s immediate needs, pending 
more deliberate consideration of long-term needs. It became law on 
March 27, 1957. 

As enacted, the measure included, in addition to the $500 million 
increase for secondary market operations, an increase of $50 million 
for FNMA’s special assistance purchases of cooperative housing mort- 
gages and a technical amendment concerning limits of F HA-insured 
mortgages on multifamily projects in urban renewal areas 

Under FNMA’s Charter Act, it may borrow up to 10 times its 
capital and surplus to obtain funds for its secondary market opera- 
tions; in early 1957, this worked out at about $1.1 billion. The reso- 
lution increased FNMA’s capital stock held by the Treasury by $50 
million; under the 10-to-1 formula this resulted in an increase of $500 
million in borrowing authority, raising the limit to $1.7 billion. While 
most of FNMA’s borrowing takes ‘the form of obligations sold to 
the general public, it also has authority (subject to the overall 10-to-1 
limit) to borrow from the Treasury; an increase of $350 million (to 
$1,350 million) was made in this authority. In return for the stock 
it received in FNMA, Treasury canceled $50 million of FNMA notes 
it held. These amounts were raised again later in the session by the 
Housing Act of 1957, discussed below. 

Section 305 (e) of the National Housing Act authorizes FNMA to 
purchase cooperative housing mortgages insured by FHA under sec- 
tion 213 of that act. Public Law 85-10 raised the maximum amount 
of these mortgages which FNMA may hold under section 203 (e) by 
$50 million (from $50 million to $100 million), and correspondingly 
increased the limit per State from $5 million to $10 million. These 
amounts were raised again later in the session by the Housing Act of 
1957, discussed below. 

Section 3 of Public Law 85-10 makes a technical change in the 
method of computing the maximum amounts for FH A-insured mort- 
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gages on multifamily housing projects in urban renewal areas under 
section 220 of the National Housing Act. Under section 220, FHA 
may increase the mortgage limit by $1,000 per room in high-cost areas; 
the technical amendment makes it clear that this increase is allowable 
for projects which average less than 4 rooms per family unit. 


EXTENSION OF VOLUNTARY HOME MORTGAGE CREDIT 
PROGRAM 


Public Law 85-66—No House Report 
Senate Joint Resolution 115 


The general housing bill (H. R. 6659, discussed below) as reported 
by the committee contained a provision extending the life of the 
voluntary home mortgage credit program, which was due to expire 
June 30, 1957. This — program facilitates the flow of private funds 
for housing credit into remote areas and small communities. Re- 
quests for home loans are referred by VHMCP personnel to those 
lenders considered most able and willing to approve such loans. 
When it became apparent that action on H. R. 6659 could not be 
completed by June 30, the Senate and House on June 27 passed 
Senate Joint Resolution 115, extending the program through August 
15, 1957. The measure was signed by the President on June 29. 


HOUSING ACT OF 1957 
Public Law 85-104—House Reports 313 and 659 
H. R. 6659 


The Housing Act of 1957, enacted on July 12, 1957, was designed 
to assist recovery from a serious slump in housing; restore a sound 
home-building industry; and achieve other important housing objec- 
tives. It contained six titles. 

Title I dealt with FHA insurance programs. 

Title II related to the operations of the Federal National Mortgage 
Association. 

Title 111 concerned the slum clearance and urban renewal programs. 

Title IV dealt with the low-rent public housing program and pro- 
vided for the disposition of several federally owned war housing 
projects. 

Title V extended and amended the military housing program and 
also amended the purchase price formula used in the acquisition of 
Wherry projects through negotiation. 

Title VI continued and expanded the college housing program, con- 
tinued the voluntary home mortgage credit program, established a 
new 2-year program of farm housing research, provided for the ex- 
change of data with foreign nations relating to housing and urban 
planning and development, directed the FHA Commissioner and the 
Administrator of Veterans’ Affairs to set reasonable ceilings on dis- 
counts permitted in connection with Government-insured or guaran- 
teed loans, and expanded the authority of the Housing and Home 
Finance Agency to make urban planning grants. 
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TITLE I. FHA INSURANCE PROGRAMS 


The act increased the permissible maximum loan-to-value ratios 
on mortgages insured by FHA under its regular sales housing program, 
thereby permitting lower downpayments for home buyers. It raised 
the maximum amount of a mortgage which may be insured by FHA 
under section 203 to 97 percent of the first $10,000 of appraised value 
of property, plus 85 percent of the next $6,000 of appraised value, and 
70 percent of such value in excess of $16,000. Existing dollar ceilings 
(for example, $20,000 in the case of a 1- or 2-family home) were un- 
changed. The maximum loan-to-value ratio was increased again by 
the Emergency Housing Act of 1958 (see p. 12 of this print). 

Prior to the 1957 amendment the maximum loan-to-value ratios 
were 95 percent of the first $9,000 of value and 75 percent of the 
appraised value in excess of $9,000 (except that the President could 
increase the figure of $9,000 to $10,000). 

Where the mortgagor is not the occupant of section 203 housing 
(as in the case of a builder-mortgagor) the mortgage continues to be 
limited to a maximum of 85 percent of the mortgage amount available 
for owner-occupants. 

The act also lowered downpayments for section 203 (i), which is 
designed to encourage low-cost housing in suburban and outlying 
areas. The minimum downpayment was reduced from 5 to 3 percent. 

The law also increased the permissible maximum mortgage under 
section 203 (i) from $6,650 to $8,000. 

The law also lowered the downpayments for urban renewal sales 
housing under section 220, to conform to the minimum downpayments 
permitted under the section 203 program. 

The section 222 servicemen’s mortgage insurance program was also 
modified so as to permit downpayments lower than 5 percent wherever 
such lower downpayments would be permitted under the revised 
downpayment schedule for FHA’s section 203 program. 

The law required the FHA Commissioner, before putting the lower 
downpayments into effect, to make a finding that such action was in 
the public interest, taking into consideration possible effects on the 
economy and also the availability or lack of credit for GI loans guar- 
anteed by the Veterans’ Administration. (On August 6, 1957, the 
lower downpayments permitted by the act for the various FHA pro- 
grams were made effective by regulation.) 

Other provisions relating to the FHA insurance programs.—The act 
amended the FHA title | home improvement loan program to make 
payments of loss to the lender incontestable after 2 years from the 
date the claim was certified for payment, in the absence of fraud or 
misrepresentation, unless the Government demands repayment within 
the 2-year period. 

The section 207 rental housing program was amended to permit a 
high cost area allowance of $1,000 per room regardless of the number 
of rooms per unit. 

The program for rental housing for elderly persons under section 207 
was amended to permit a maximum mortgage of up to $8,400 per unit 
for elevator-type projects. The act also made it clear that units in 
section 207 projects for the elderly can be designed for and occupied 
by single elderly persons. 

The act also amended the National Housing Act to require that in 
cases where replacement cost instead of value is used as a basis for 
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mortgage insurance, the FHA shall furnish the applicant with its 
estimate of replacement cost instead of the estimate of value which 
it furnishes to the buyer in other cases. 

Title I also contained a number of technical provisions relating to 
debentures, insurance premiums, transfer of moneys among FHA 
insurance funds, and other phases of FHA operations. It also repealed 
two obsolete provisions. 


TITLE Il. FEDERAL NATIONAL MORTGAGE ASSOCIATION 
SECONDARY MARKET OPERATIONS 


The law amended the provision governing the amount of FNMA 
stock which a mortgage seller must “purchase under FNMA’s regular 
secondary market operations. Under prior law FN MA could increase 
without limit the amount of the required stock purchase, the only 
restriction being that it could not be less than 1 percent of the mortgage 
amount. The 1957 act established the maximum stock purchase 
requirement at 2 percent and retained the minimum of 1 percent. 

The act provided additional funds for FNMA’s regular secondary 
market operation. By increasing FNMA’s capitalization by $65 
million, FNMA’s borrowing authority was increased by $650 million, 
since under the law FNMA may borrow up to ten times its capital 
and surplus. The increased borrowing authority brought FNMA’s 
total mortgage purchase authority to approximately $2.4 billion. A 
corresponding increase was made in the amount of FNMA obligations 
which may be purchased by the United States Treasury. 

FNMA special assistance functions.—Under its special assistance 
program FNMA provides financing support on favorable terms for 
especially deserving FHA programs such as military housing, urban 
renewal housing, and cooperative housing. 

The act required that until August 8, 1958, FNMA purchases of 
mortgages under its special assistance functions must be at par. 
Under prior law FNMA was required to purchase at 99 or more. 

With respect to the fees and charges which FNMA may make 
in connection with special assistance mortgages, the act placed a 
limit of 1% percent of the unpaid principal amount. Not more than 
half of such fees and charges may be collected at the time of commit- 
ment. Previous law contained no limit on such fees and charges. 

The act increased the authorization for FNMA purchases of 
mortgages designated by the President for special assistance. The 
new authorization of $450 million for the purchase of whole mortgages 
supplanted the previous authorizations of (1) $200 million for the pur- 
chase of whole mortgages, and (2) $100 million for the purchase of 20 
percent immediate participations in mortgages. The President has 
designated as eligible for special assistance, mortgages covering 
disaster housing, housing in Guam and Alaska, Wherry military 
housing, housing for the elderly, and urban renewal housing. 

Additional FN MA support for cooperative housing was provided by 
an increase from $100 million to $200 million in the authority of 
FNMA to purchase FHA section 213 cooperative housing mortgages 
under its special assistance functions. The former $10 million limita- 
tion on outstanding purchases per State was increased to $20 million. 
Under the amendment $50 million of the total authorization was re- 
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served for cooperatives certified by the Federal Housing Commis- 
sioner to be consumer cooperatives. Of the commitments in any one 
State, not more than $15 million may be outstanding at any time for 
cooperatives which are not consumer cooperatives. 

The authorization for FNMA purchases of FHA title VIII military 
housing mortgages was increased from $200 million to $450 million, 
of which 7.5 percent was reserved for purchases of mortgages insured 
under section 809. Section 809 mortgages finance sales housing for 
essential civilians at military research and development centers. 

The authorizations for FNMA purchases under its special assistance 
programs were raised again by the Emergency Housing Act of 1958; 
see page 12 of this print. 


TITLE III. SLUM CLEARANCE AND URBAN RENEWAL 


The authority of the Housing and Home Finance Agency to make 
capital grants under the title I program for slum clearance and urban 
renewal was increased by $350 million. Under this program the 
Federal Government makes grants to local communities up to two- 
thirds of the cost of slum clearance and urban renewal projects. 

The act also provided an alternative formula for calculating the 
Federal capital grants, the use of which is optional with the commun- 
ity. In place of the two-thirds Federal to one-third local grant 
formula for a project, the local public agency can have, if it so elects, 
the benefit ot a three-fourths Federal to one-fourth local grant formula, 
if the community bears all expenses of planning, surveys, legal serv- 
ices, and administrative costs. In effect, under the alternative 
formula, the Federal Government pays a higher percentage of a re- 
duced project cost. The purpose of the alternative formula was to 
make it possible to eliminate review and discussion at the Federal level 
of survey and planning costs and project administrative costs. 

The act also increased from 10 percent to 12% percent the proportion 
of the capital grant authorization available to any 1 State. 

In order to relieve both the local public agencies and the Federal 
Government of a considerable burden of paper work, the act author- 
ized the Housing and Home Finance Administrator to permit local 
public agencies to make relocation payments in fixed amounts (not 
exceeding the present $100 limit) to individuals and families without 
the necessity of investigating the actual costs incurred in each case. 

The maximum allowance for paying the relocation expenses of in- 
dividual businesses displaced by slum-clearance operations was raised 
from $2,000 to $2,500. 

The definition of “urban renewal plan” was amended to permit a 
local community to indicate in a submission separate from the urban 
renewal plan, the relationship between the urban renewal plan and the 
overall local planning objectives. The previous definition required that 
this relationship be indicated in 1 the urban renewal plan itself. 

Another amendment extended to slum clearance projects under the 
1949 act a provision (previously applicable only to urban renewal 
projects under the 1954 act) whereby the estimated costs of facilities 
offered as noncash grants-in-aid can be deemed actual costs for certain 
purposes. This avoided delay and resulting expense in winding up an 
urban renewal project where the facilities offered as noncash grants- 
in-aid are still under construction and the actual costs thereot cannot 
be known until completion. 
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The act also ee that, where the local housing agency is 
also acting as the local public agency for the purposes of slum clearance 
and urban renewal, the local housing agency may include in its 
administration building sufficient facilities for the administration of 
its slum clearance and urban renewal functions. In such cases an 
economic rent shall be charged for such facilities as are used for urban 
renewal functions. The rent sball be paid from tunds derived from 
sources other than low-rent public housing projects administered by 
the local housing agency. 


TITLE IV. PUBLIC HOUSING 


Low-rent housing—The act permitted certain exemptions from 
income for the purpose of determining eligibility for both initial and 
continued occupancy. The ame sndment ‘permitted families seeking 
admission to public housing an exemption from their annual income 
of $100 for each minor (other than the head of the family and his 
spouse) and each adult dependent member of the family with no 
income, and up to $600 of the income of each member of the family 
other than the principal wage earner. For continued occupancy, 
exemptions were permitted of either $100 or all or part of the income of 
each minor in the family (other than the head of the family and his 
spouse), and $100 for each adult dependent member having no 
income, and up to $600 of the income ‘of any other member of the 
family other than the principal wage earner. Exemptions under 
prior law were—for admission, $100 for each minor; and for continued 
occupancy, $100 for each minor or all or any part of the income of 
each minor. 

The permissible cost limits of low-rent public housing were raised 
from $1,750 to $2,000 per room for regular units, and from $2,250 to 
$2,500 per room for units for elderly persons. 

Another amendment required that every contract for Federal 
assistance to low-rent public housing projects shall require that the 
plans, drawings, and specifications follow the principle of modular 
measure in every case deemed feasible by the local housing agency. 

Disposition of war housing projects.—The act contained the followi ing 
provisions affecting the disposition of war housing projects: (1) it 
extended until December 1,1957, the time in which war housing 
project Conn—6029 may be sold to the Housing Authority of W ethers- 
field, Conn., pursuant to the provisions of the Housing Act of 1954; 
(2) it directed the Housing and Home Finance Administrator to dis- 
pose of housing project Nev—26021, to the Housing Authority of Las 
Vegas, Nev.; (3) it directed the Housing and Home Finance Adminis- 
trator to convey two Lanham war housing projects (LA-16011 and 
LA-16012) to the State of Louisiana; (4) it directed the Administrator 
to sell to the city of Layton, Utah, a war housing project known as 
Verdeland Park (Utah—42015). 


TITLE V. MILITARY HOUSING 


The title VIII military housing program was extended by the act 
for 1 additional year, through June 30, 1959. 

The act made the statutory maximum average of $16,500 per 
family unit for housing under the title VIII program applicable to 
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each project rather than each mortgage. Since financing for a large 
project generally requires separate mortgages for the various areas of 
the project, and the mortgages in some of these areas may range 
somewhat higher than the $16,500 family-unit average limitation 
(although the family-unit average of all project mortgages does not 
exceed that limit), this section permits greater flexibility in project 
planning and financing. 

The act changed the formula used in determining the purchase 
price of Wherry Act housing acquired by the military services through 
negotiation. It substituted for the allowance for physical deprecia- 
tion previously included in determining such price, an allowance 
representing the estimated cost of repairs and replacements necessary 
to restore the property to sound physical condition. 


TITLE VI. MISCELLANEOUS 


College housing loan program.—The act increased the college 
housing loan authorization by $175 million (from $750 million to 
$925 million). 

Eligibility under the program was extended to include: (1) any 
public or nonprofit hospital operating a school of nursing bevond the 
level of high school, or approved for internships by recognized author- 
ity; and (2) anv agency, public authority or other instrumentality of 
anv State established to provide or finance housing or other educational 
facilities for students or faculty of any nonprofit public educational 
institution offering at least a 2-vear program acceptable for full credit 
toward a baccalaureate degree. 

A $25 million ceiling was placed on the amount of loans which may 
be outstanding to hospitals for housing for nurses and interns. 

Voluntaru Home Mortgage Credit Program.—The Voluntary Home 
Mortgage Credit Program was extended by the act until July 
1959. Under previous law the program would have expired on August 
15, 1957. 

Farm housing research.—The act authorized a new program of farm 
housing research designed to assist in the improvement of farm housing 
bv developing data and information on (1) the adequacy of existing 
farm housing, (2) farm housing needs, (3) problems in purchasing, 
constructing, or improving farm housing, (4) the interrelation of farm 
housing problems and problems of urban and suburban housing, and 
(5) any other matters bearing upon adequate farm housing. 

The research, study, and analysis must be conducted by land-grant 
colleges financed with grants made to them by the Housing and Home 
Finance Administrator. 

The Administrator’s authority to make grants to land-grant colleges 
expires June 30, 1959, and the total amount of such grants cannot 
exceed $300,000 during either of the fiscal years ending June 30, 1958, 
and June 30, 1959. Appropriations were authorized to be made to 
carry out the program. 

Exchange of data—The Housing and Home Finance Administrator 
was directed to exchange data relating to housing and urban planning 
and development with other nations where the exchange is deemed 
by him to be beneficial to the programs of the Housing and Home 
Finance Agency. 

Discount control —Under the act the Federal Housing Commissioner 
and the Administrator of Veterans’ Affairs were directed to fix reason- 
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able limits on the charges, fees, and discounts imposed upon the 
builder, seller, or purchaser, in connection with the financing of the 
construction or sale of housing covered by an FHA or VA mortgage. 
This provision was repealed by the Emergency Housing Act of 1958; 
see page 12 of this print. 

Urban planning grants —The act extended eligibility for section 701 
planning grants to (1) official governmental planning agencies for 
areas threatened with rapid urbanization as a result of the establish- 
ment or rapid and substantial expansion of a Federal installation, 
and (2) State planning agencies, to be used for the provision of planning 
assistance to such areas. 


SALE OF PROJECTS IN ALEXANDRIA, LA. 
House Report 220 
H. R. 5603 


This bill, providing for the conveyance of two Lanham Act projects 
to the State of Louisiana, was reported by the committee on March 25, 
and passed the House on April 1. The Senate did not act on this 
bill, but it did include substantially the same provisions as an amend- 
ment to the general housing bill, and the proposal was enacted into 
law as section 402 (c) of the Housing Act of 1957, discussed above. 


SALE OF PROJECTS IN DECATUR, ILL. 
Public Law 85-234—No House Report 
S. 2460 


This act provides for the conveyance of 2 Lanham Act projects in 
Decatur, Ill., to the city of Decatur or its housing authority, for 
$260,000, on condition that the projects will be demolished within 5 
years. The bill passed the Senate on August 21; passed the House 
August 23; and was approved by the President on August 30, 1957 


INCREASE IN SBA LOAN AUTHORITY 
Public Law 85-4—House Report 3 
S. 637 


The first hearing of the committee during 1957 was held January 
23, on legislation to increase the Small Business Administration’s 
authority to make loans to small businesses. At the close of 1956, 
SBA’s outstanding business loans and commitments had reached 
$137 million, just $13 million short of the statutory limit of $150 
million then in effect. Since applications for such loans were being 
approved at the rate of about $13 million a month, prompt action was 
required to prevent a sudden interruption in SBA’s lending program. 
Accordingly, the committee on January 28 reported out H. R. 3109, 
which provided for an increase of $80 million in the business loan 
authorization; this was the amount estimated to be sufficient to permit 
operations through July 31, 1957, the expiration date then provided in 
the statute. On January 29 the Senate passed S. 637, providing 
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for an increase of $65 million. On January 31, the House passed S. 
637, with an amendment substituting the provisions of H. R. 3109. 
The Senate agreed to the House amendment the following day, and 
on February 11 the bill became Public Law 85-4. As enacted, it 
raised SBA’s business loan authority by $80 million, from $150 million 
to $230 million. 


REVISION OF SMALL BUSINESS ACT 
House Report 555 
H. R. 7963 


Under the Small Business Act of 1953, as in effect at the beginning 
of the 85th Congress, the Small Business Administration was scheduled 
to expire on July 31, 1957. On May 14, 1957, the committee began 
hearings on legislation to extend this expiration date and revise the 
Small Business Act, as a result of which the committee on June 13 
reported to the House a bill, H. R. 7963, which completely rewrites 
the Small Business Act, making various changes in the interest of 
promoting a more vigorous and efficient program of assistance to small 
business. The bill passed the House on June 25, 1957, but it did not 
become law until the second session of the Congress. See the dis- 
cussion of the bill on page 15 of this print. 


EXTENSION OF SMALL BUSINESS ACT 
Public Law 85-120—No House Report 
S. 2504 


When it became apparent that the Senate could not act on H. R. 
7963 (discussed above) in the first session, the Senate passed S. 2504, 
a bill extending the Small Business Act for 1 year, through July 31, 
1958, and increasing its authority to make loans to small business by 
$75 million, to $305 million. The House passed the bill on August 2, 
and it became law on August 3 (effective retroactively, as of July 31). 


LAWS ENACTED, SECOND SESSION 
DEFENSE PRODUCTION ACT EXTENSION 
Public Law 85-471—House Report 1873 
H. R. 10969 


This act extends for 2 additional years, through June 30, 1960, 
the remaining powers of the President under the Defense Production 
Act of 1950. These include power to establish priorities for defense 
contracts, limited power to allocate materials for defense purposes; 
authority to guarantee loans made in connection with defense con- 
tracts; authority to make loans and purchases to build up our defense 
capacity and assure adequate supplies of defense materials; authority 
for businessmen to cooperate voluntarily in meeting defense needs 
without violating antitrust laws; and provision for establishment of a 
reserve of trained executives to fill Government positions in time of 
mobilization. 
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The maintenance of a strong and flexible defense program requires 
that current military and atomic-energy programs proceed without 
interruption and that a broad and diversified mobilization base be 
established which will reflect new requirements resulting from changes 
in technology and strategy. ‘The authorities provided in the Defense 
Production Act are essential to meet those objectives. Some of these 
powers are needed now to maintain production schedules on missiles 
and other defense contracts; others are needed for longer range pre- 
paredness programs; and other powers must be maintained in readiness 
for possible future emergencies. 

The extension legislation passed the House on June 16, and the 
Senate on June 23. It was approved by the President on June 28, 
1958. 

EXPORT CONTROL ACT EXTENSION 


Public Law 85-466—House Report 1487 
S. 8093 


This act extends the Export Control Act of 1949 for a further 
period of 2 years to June 30, 1960. That act, which is administered 
by the Secretary of Commerce, authorizes the regulation of exports 
to the extent necessary (1) to protect the domestic economy from 
excessive drain of scarce commodities, (2) to safeguard the national 
security insofar as it might be adversely affected by exports of strategic 
commodities, and (3) to further our foreign policy. The need to 
control exports in the interest of national security will probably 
continue for the foreseeable future. It is clear that this country 
must continue to take special precautions to see that United States 
goods of strategic significance do not go unchecked to the troubled 
spots of the world. 

Noting that the Commerce Department’s “Supplemental Report on 
Tron and Steel Scrap” of February 21, 1958, predicted that with- 
drawals of heavy melting grades from the scrap reservoir would 
exceed the additions to the reservoir during the next decade, the 
committee, in its report on this legislation, urged the Department to 
continue to exercise surveillance over the rate of withdrawal of the 
heavy-melting grades from the scrap reserve. 

This act passed the Senate on April 22; passed the House on June 16; 
and was approved June 25, 1958 


EXPORT-IMPORT BANK; INCREASE IN LENDING AUTHORITY 
Public Law 85—424—House Report 1450 
S. 3149 


This act, approved May 22, 1958, increases the lending authority 
of the Export-Import Bank of Washington from $5 billion to $7 
billion and also provides an increase of the same amount in the 
authority of the bank to borrow funds from the Secretary of the 
Treasury. If the limitations on lending and borrowing authorities of 
the bank had not been increased it would have been compelled to 
restrict its activities sharply with a consequent adverse effect upon 
the export of American products to the free world. 











12 HOUSE COMMITTEE ON BANKING AND CURRENCY 


The bank, which began operations in 1934, assists in financing and 
facilitating trade between the United States and foreign countries. 

Loans authorized during the bank’s history total approximately 
$9 billion, through the end of 1957. Of this sum $1.5 billion have 
been partially provided by private sources or have been canceled as 
a result of sales being made for cash or due to the failure of the 
American manufacturers or contractors to obtain the desired con- 
tracts. 

The bank actually paid out over $6 billion in this same period. 

Of the $6 billion actually disbursed, an even 50 percent, or $3 billion 
have been repaid. ‘This represents loans paid in full plus semiannual 
payments received on outstanding loans. 

The bank has received total income of $867 million. Over 40 per- 
cent of the income went back to the United States Treasury in two 
ways: Interest paid on all loans from the Treasury ; and dividends paid 
to the Treasury on capital stock at an annual rate of $22.5 million. 

The Export-Import Bank has had a highly successful record of 
operations, has played a vital role in assisting our friends in the free 
world on a mutually profitable basis and has made a substantial con- 
tribution to our domestic economy. Its loans are used to pay for 
orders placed in the United States in such fields as electrical equip- 
ment, railroads, mining, farm products, and manufacturing machinery. 
Based on the bank’s past record, this extension of its borrowing and 
lending authority will result in profit for the Government as well as 
profits and jobs for our domestic economy. 


EMERGENCY HOUSING ACT 
Public Law 85-864—No House Report 
S. 3418 


This act, effective April 1, 1958, was enacted as part of the anti- 
recession legislative program. In the spring the Nation was experi- 
encing a serious economic decline and the number of unemployed 
climbed above 5 million. The act was designed to encourage and 
expedite the construction and financing of a substantial number of 
new housing units. 

Primary emphasis was placed on expanding and amending existing 
programs which could best provide immediate economic relief. To 
achieve this objective, the act substantially reduced the required 
downpayments under the FHA program, added $1.5 billion to the 
special assistance program of the Federal National Mortgage Associa- 
tion, provided additional funds for the VA direct loan program, 
provided for an increase in the interest rate on GI loans and title VIII 
military housing loans, and removed the discount controls which 
had been placed upon GI and FHA mortgages in the Housing Act of 
1957. 

The act reduced the required downpayments under section 203 and 
section 220 of the National Housing Act. Under prior law, FHA- 
insured sales housing mortgages could not exceed 97 percent of the 
first $10,000 of FHA-appraised value (or of replacement cost in the 
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‘ase of certain programs); 85 percent of the next $6,000; and 70 
percent of the remaining appraised value. Under the act, the 97 
percent ratio now applies to the first $13,500 of appraised value (or 
replacement cost) racher than to the first $10, 000, and the 85 percent 
ratio is applied to the next $2,500, rather than to the next $6,000. 
This increase in the maximum mortgage ratio has the corresponding 
effect of decreasing minimum downpayment. Existing dollar ceilings 
on these mortgages (for example, $20,000 for a 1- or 2-family home) 
were unchanged. 

The law increases from $450 million to $950 million the Federal 
National Mortgage Association’s special assistance fund made avail- 
able to the President for the purchase of home mortgages which are 
not otherwise marketable, and for the purchase of home mortgages 
generally as a means of aiding and maintaining the stability of a high 
level national economy. 

The law provided a special $1 billion fund under FNMA’s special 
assistance program for commitments and purchases of FHA and GI 
mortgages on new homes where the loan does not exceed $13,500 in 
original principal amount. 

An additional $25 million was provided for the purchase by FNMA 
of military rental housing mortgages insured by FHA under section 
803 and $25 million for the purchase of section 809 sales housing 
mortgages at military research and development centers. The same 
section also increased the permissive interest rate ceiling on FHA 
section 803 military housing mortgages from 4 percent to Ay percent. 

The act amended the GI loan program, administered by the Veter- 
ans’ Administration with the following provisions: 

(1) The maximum interest rate for both guaranteed and direct 
loans was increased from 4% percent to 4% percent, with the pro- 
viso, however, that the rate established must be at least one-half 
percent below the rate established by the FHA Commissioner for 
a : loans under section 203 (b) (5) of the National Housing Act. 

The GI loan program (both for guaranteed and direct loans) 
was extended for World War II veterans for 2 vears until July 25, 
1960. 

(3) An additional $150 million was provided for the direct 
loan program during each of the fiscal years 1959 and 1960, and 

$50 million for the final quarter of fiscal year 1958. 

(4) The maximum loan permitted under the direct loan pro- 
gram was increased from $10,000 to $13,500. 

The VA was authorized to reserve direct loan funds for 3 
months under commitments to builders for a 2-percent fee. The 
VA may make construction advances up to an amount equal to 
cost of land, plus 80 percent of the value of improvements. 

(6) The VA was required to adopt procedures to speed up the 
processing of direct loan applications. 

The final section of the act repealed section 605 of the Housing Act 
of 1957 which required the Commissioner of the FHA and the Ad- 
ministrator of the VA to regulate discounts on FHA-insured and 
VA-guaranteed loans. 
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INCREASE IN FHA MORTGAGE INSURANCE AUTHORIZATION 
Public Law 85-442— House Report 1767 
Senate Joint Resolution 171 


This act, effective June 4, 1958, increased by $4 billion the amount 
of mortgages the FHA is authorized to insure under section 217 of 
the National Housing Act. Section 217 contains the mortgage insur- 
ance authorization for all FHA programs, except the title I home 
repair and improvement program and the title VIII armed services 
housing program. (The latter two programs have separate authori- 
zations.) 

Because of the stimulating effects of the Emergency Housing Act 
signed into law on April 1, 1958, and because of a general improve- 
ment in the flow of mortgage funds into the housing market, FHA 
mortgage insurance activity jumped spectacularly with the onset of 
the spring building season. 

As a result it became clear that FHA would reach its maximum 
authorization by the end of May, and would be forced to stop issuing 
commitments, unless its insurance authority was increased. 

The bill as reported by the Committee on Banking and Currency 
would have provided an emergency $1 billion increase in FHA’s 
insurance authority, since it was contemplated that whatever further 
authorization was necessary would be included in the general housing 
bill to be considered later in the session. However, the resolution 
passed by the Senate called for a $4 billion increase, and that figure 
was adopted by the House. 


PROJECT IN JUNEAU, ALASKA 
Public Law 85-359—House Report 144 
S. 2042 ‘ 
This act, approved March 28, 1958, authorized the conveyance of 
a fee simple title to the lands underlying war housing project Alaska— 


50083, at Juneau, Alaska. The legislation was needed to facilitate 
the sale of the project under provisions of the Lanham Act. 


PROJECT IN HOONAH, ALASKA 
Public Law 85-806—House Report 2348 
S. 2594 


This act, approved August 28, 1958, transferred property rights and 
powers with respect to a housing project at Hoonah, Alaska, from the 
Housing and Home Finance Agency to the Department of the Interior, 
so as to permit the Bureau of Indian Affairs to work out a solution 
to various problems that have arisen in connection with the sale of 
the project to the Hoonah Indian Association. 
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RICKOVER MEDAL 
Public Law 85-826—No House Report 


Senate Joint Resolution 201 


This resolution, approved August 28, 1958, would authorize the 
chairman of the Joint Committee on Atomic Energy, on behalf of the 
Congress, to present to Rear Adm. Hyman George Rickover, United 
States Navy, an appropriate gold medal. This medal is to be con- 
ferred on Admiral Rickover for his achievements in successfully direct- 
ing the development and construction of the world’s first nuclear-power 
reactor devoted exclusively to the production of electricity. 

The resolution also directs the Secretary of the Treasury to have 
duplicates in bronze of such medal to be coined and sold. The 
proceeds of such sales will be used to reimburse the Treasury for the 
cost of coining and selling the duplicates. 


SBA DISASTER LOANS IN AREAS SUFFERING FROM EXCESSIVE 
RAINFALL 


Public Law 85-335—House Report 1333 
S. 2920 


This act broadened the disaster loan authority of SBA to permit 
SBA to make disaster loans to small business in areas affected by 
excessive rainfall. Previously a 1955 amendment to the SBA Act 
gave the Administrator authority to make a disaster loan to small- 
business concerns in an area ‘‘where a drought is occurring.”’ The 
1958 amendment also modified that authority so that disaster loan 
eligibility will not have to cease at the moment the drought is broken. 
As modified the SBA law now provides that a disaster loan may be 
made to a small-business concern in an area “affected by a drought 
or excessive rainfall.” The law, of course, requires that appropriate 
determination be made by the Administrator and the President or 
the Secretary of Agriculture to insure that the liberal assistance pro- 
vided is made available only in areas which may properly be considered 
as suffering major hardship from these conditions. 

Disaster loans bear a maximum interest rate of 3 percent (for the 
Administration’s share of a loan) and can have terms up to 20 years. 
Since a disaster loan is intended as a rehabilitation measure, more 
liberal credit standards are applied to their consideration than ‘would 


be prude nt for the agency’s business loans. This act was approved 
February 22, 1958. 


SMALL BUSINESS ACT 
Public Law 85-536—House Reports 555 and 2135 


H. R. 7963 


This act, approved July 18, 1958, completely rewrites the Small 
Business Act of 1953, making various changes in the interest of 
promoting a more vigorous and efficient program of assistance to 
small-business concerns. The principal changes embodied in the act 
are (1) to make the Small Business Administration a permanent 
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agency, (2) to increase the revolving fund authorization for loans to 
small business from $305 million to “$500 million, (3) to increase the 
maximum amount of the SBA share of a business loan from $250,000 
to $350,000, and (4) to reduce the maximum interest rate from 6 
percent to 5% percent on direct SBA business loans and on SBA’s share 
of such loans made in participation with private lenders and to 
eliminate the ceiling on the interest rate on the private lenders’ share. 

The act also makes several important changes concerning SBA’s 
assistance in obtaining a fair share of Government procurement con- 
tracts for small-business concerns. It requires that SBA’s definition 
of ‘“‘small business’ for procurement purposes, as well as for loan pur- 
poses, take into proper account differing characteristics of various in- 
dustries to the extent the definition is based on number of employees. 
The act also makes clear that the policy of insuring that a fair pro- 
portion of Government purchases be placed with small-business con- 
cerns applies to all types of Government contracts. In addition, it 
requires that any dispute between SBA and a contracting agency as 
to the propriety of awards to small-business concerns shall be sub- 
mitted to the head of the department or agency concerned. 

The provisions of the act relating to procurement contracts are also 
extended to cover sales of Government property, so that small-busi- 
ness concerns may be assured a fair proportion of awards when the 
Government is selling property, as well as when it is purchasing goods 
or services. 

Two changes are made in the “pool loan’”’ program, under which a 
group of small-business concerns may form a corporation and obtain 
a loan from SBA up to $250,000 times the number of concerns in the 
group. Before its revision, the act authorized such loans where the 
corporation is formed to establish facilities ‘‘to produce or secure raw 
materials or supplies.’”’ Under the new act, such loans may be made 
to obtain raw materials, equipment, inventories, or supplies for the 
concerns in the pool, as well as to establish facilities for that purpose, 
and such loans may also be made to finance research and develop- 
ment for the members of the pool. 

Another new provision of the act will assist small-business concerns 
in obtaining Government contracts for research and development and 
in obtaining the benefits of research and development performed by 
larger firms under Government contracts or at Government expense. 

SBA’s disaster loan program was strengthened by new provisions 
authorizing SBA to pay transportation expenses of personnel hired 
on a temporary basis to deal with the disaster, and to accept gratuitous 
services and facilities from public and private agencies and groups in 
connection with disaster loans, and another new provision exempting 
disaster loans made by national banks in participation with SBA from 
the restrictions that normally apply to real-estate loans by such banks. 

The new act also makes SBA’s security interest in property sub- 
ordinate to State and local tax liens on such property in any case where 
this result would follow under State law if the interest were held by a 
party other than the United States. 

Finally, a number of new provisions are included to facilitate the 
administration of the act, such as provisions permitting SBA to use 
services of other Government agencies on a nonreimbursable basis, to 
hire employees on a temporary or intermittent basis, and to require 
other Government agencies to cooperate and consult with SBA in 
formulating policies affecting small business. 
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The bill passed the House June 25, 1957; passed the Senate with 
amendments on July 1, 1958; and became law on July 18, 1958. 


SMALL BUSINESS INVESTMENT ACT OF 1958 
Public Law 85-699—House Reports 2060 and 2492 
S. 3651 


The Small Business Investment Act establishes a new program to 
provide equity and long-term loan funds to small-business concerns 
through the mediums of privately owned and operated small-business 
investment companies and State and local development companies. 

The act establishes a Small Business Investment Administration 
within the Small Business Administration, to be headed by a Deputy 
Administrator. The powers conferred by the act upon the Small 
Business Administrator will be exercised through the new Deputy 
Administrator. 

Appropriations of not to exceed $250 million are authorized for 

vans by SBA under the act. These include SBA purchases of 
suboedinated debentures of small-business investment companies, as 
well as other SBA loans to such companies, and SBA loans under 
title V of the act to State and local development companies. 

The new small-business investment companies will be chartered by 
the States, except in those States where such companies cannot be 
chartered under State law and operate in accordance with the pur- 
pose of the act. In such a State, SBA is authorized to charter 
small-business investment companies until July 1, 1961. Provision 
is also made for converting State-chartered investment companies 
and State development companies into SBA chartered small-business 
investment companies in such States. To obtain the benefits of the 
act, a State-chartered company must be chartered expressly for the 
purpose of operating under the act, and must be approved by SBA. 
In granting such approval, as well as in issuing charters, SBA will 
consider the need for small-business financing in ‘the proposed area of 
operation, the character of the management of the company, the num- 
ber of small-business investment companies previously organized, 
and the volume of their operations. 

The act requires that each small-business investment company have 
not less than $300,000 of paid-in capital and surplus. SBA can provide 
half of this in the form of subordinated debentures. The Administra- 
tion can also lend additional funds up to 50 percent of the company’s 
capital and surplus under such terms as it fixes. In addition such 
companies may borrow additional funds from private sources under 
regulations prescribed by SBA. 

Small-business investment companies operating under the act may 
provide equity-type capital to small-business concerns through the 
purchase of convertible debentures with terms and interest rates 
fixed by the companfés with SBA approval. Whenever an investment 
company provides capital to a small-business concern through the 
purchase of convertible debentures, the concern is required to purchase 
stock in the investment company in an amount equaling from 2 to 5 
percent of the amount of the capital provided; the exact percentage 
will be established by SBA regulation. Small-business investment 
companies may also make loans for terms up to 20 years to small- 
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business concerns, and may extend the maturity of any such loan 
for an additional 10 years for orderly liquidation purposes. Without 
SBA approval, the aggregate securities and obligations of a small- 
business concern held by an investment company cannot exceed 20 
percent of the latter’s capital and surplus. Small-business investment 
companies operating under the act are exempt from the provision in 
the Investment Company Act of 1940 which limits borrowings to one- 
third of assets; and they are eligible for discretionary exemptions for 
their securities under the Securities Act of 1933 and Trust Indenture 
Act of 1939. 

The act also provides authority for SBA to make loans to State 
development companies to stimulate and supplement the flow of 
private equity capital and long-term loan funds to small-business 
concerns. Funds so advanced cannot exceed the company’s borrow- 
ings from other sources. SBA may also make loans to State and 
local development companies, to assist identifiable small-business 
concerns in connection with plant construction, conversion, or expan- 
sion, up to $250,000 for each concern. The authority to make such 
loans to local dev elopment companies expires June 30, 1961. 

The act repeals section 13b of the Federal Reserve Act (which 
authorized working-capital loans to business concerns by Federal 
Reserve banks), and provides that amounts repaid to the United 
States by those banks as a result of such repeal shall be used to 
finance a new program of grants for studies, research, and counseling 
for small businesses under the Small Business Act. Under this pro- 
gram, grants would be limited to $40,000, and not more than 1 grant 
could be made in any 1 State in any | year. 

Although not included in this act, tax provisions which should prove 
most helpful in increasing the amount of private funds available to the 
investment companies operating under this act have been included in 
Public Law 85-866, Technical Amendments Act of 1958. These tax 
incentives allow investors in small-business investment companies an 
ordinary, rather than capital, deduction for any losses resulting from 
such investment. They will also allow investment companies to 
receive a similar tax deduction for any loss on the convertible deben- 
tures or stock of small-business concerns they may acquire; plus a 
100 percent dividends received deduction. 

The act passed the Senate on June 9, 1958; passed the House with 
amendments on July 23; and was approved by the President and 
became law on August 21, 1958. 


TREASURY SALES OF SECURITIES TO FEDERAL RESERVE 
Public Law 85-476—House Report 1880 
HH. R. 12586 


This act extends until June 30, 1960, the authority of the Federal 
Reserve banks to purchase securities directly from the Treasury in 
amounts totaling not more than $5 billion outstanding at any one time. 

Prior to 1935 Federal Reserve banks could purchase Government 
obligations either - the market or directly from the Treasury. The 
Banking Act of 1935, however, required that all purchases of Govern- 
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ment securities by Federal Reserve banks be made in the open market. 
In 1942 the authority of the Federal Reserve banks to purchase secu- 
rities directly from the Treasury was restored, but a limit of $5 billion 
was placed on the amount outstanding at any one time. The $5 billion 
authority was granted initially only through 1944, but the Congress 
has extended it from time to time so as to provide continuous limited 
direct. borrowing authority ever since. 

The primary purpose of this direct borrowing authority is to help 
the Treasury and the Federal Reserve System work together in mini- 
mizing the disturbing effects on the economy of short-run peaks in 
Treasury cash receipts and disbursements, particularly around the 


time of anaes income-tax payments. This act was approved 
June 30, 1958. 


BILLS REPORTED BUT NOT ENACTED 
SAVINGS AND LOAN HOLDING COMPANIES 
House Report 178 
H. R. 4136 


(Passed the House March 21, 1957, but was not acted on by the 
Senate, although similar provisions were included in S. 1451 as 
passed the Senate) 


In 1955 the committee reported out a bill, H. R. 6627, designed to 
regulate holding companies in the field of commercial banking. It 
was subse quently enacted into law and became the Bank Holding 
Company Act of 1956. Shortly after the committee had reported 
that bill a new holding company was formed in the savings and loan 
field. In view of the potential problems that could develop from a 
holding company movement in the savings and loan field the com- 
mittee decided to take action before these problems assumed the 
complex status that had been encountered in dealing with the holding 
company problem in the commercial banking ee Accordingly, the 
committee on March 1, 1957, reported H. R. 4135, to protect ‘against 
the encroachment of holding companies in the safeties and loan field. 

H. R. 4135 as reported by the committee and passed by the House: 
prohibits any holding company from acquiring control of two or more 
savings and loan associations if the savings accounts in the associa- 
tions are insured by the Federal Savings and Loan Insurance Cor- 
poration. The bill also denies FSLIC insurance to any uninsured 
savings and loan association if it is controlled by a holding company 
which also controls an insured savings and loan association. The bill 
prohibits any insured savings and loan association controlled by a 
holding company from making any loan to the holding company or 
any of its subsidiaries. The bill does not have any retroactive effect 
as it would not require an existing holding company (and there are 
only a few) to divest itself of an insured association it now controls. 
However, it does prohibit an existing holding company from as 
control of : any additional insured association after enactment of the act 
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COMMUNITY FACILITIES 
House Report 1859 
S. 3497 


(Passed the Senate April 16, 1958; House defeated rule for its con- 
sideration August 1, 1958) 


During the latter part of 1957, it became apparent that the tempo 
of our economy was slackening; by the spring of 1958 more than 5 
million people were unemployed. ‘S. 3497 was passed by the Senate 
and favorably reported to the House by the Banking and Currency 
Committee with the objective of reducing the ranks of the une mployed 
while helping local communities provide needed waterworks, sewage 
systems, and other facilities. 

The bill would have broadened the existing public facility loan 
program, which was established in 1955. Under the present program, 
the Federal Government makes loans to communities of 50,000 popu- 
lation and under, to finance public-works projects, if financing is not 
otherwise available on reasonable terms. A $100 million revolving 
fund is provided for these loans. The interest rates are fixed by the 
administration and vary from time to time; the current rate for 30- 
year obligations is 4 percent for general obligation bonds and 
percent for revenue bonds. 

3497, as reported to the House, would have expanded this pro- 
gram by making $2 billion (of which $400 million would have been 
a revolving fund) available for such loans to all communities regardless 
of population, and would have reduced the interest rate by making it 
conform to the average rate paid by the Government on all out- 
standing obligations (this would have worked out at 2% percent at 
the time the bill was reported). The bill would also have extended 
such loans to cover nonprofit hospitals and lengthened the maximum 
term to 50 years; and would have made Federal loans available if not 
otherwise available on “equally favorable” terms (as compared with 
“reasonable” terms, which is the requirement in the law now). 

The bill also would have authorized an additional $50 million for 
planning advances under section 702 of the Housing Act of 1954. The 
section 702 program was established to provide a shelf of planned 
public works which could be placed under construction quickly. 

The bill passed the Senate April 16, 1958, and was reported to the 
House June 6. On August 1, 1958, a resolution providing for con- 
sideration of the bill was defeated in the House by a rolleall vote of 
187 to 173. 

THE HOUSING ACT OF 1958 


House Report 2359 
S. 4035 
(The bill was called up under suspension of the rules on August 18, 


1958, but failed to obtain the necessary two-thirds, the vote being 
251 for and 134 against) 


As reported by the committee, S. 4035 was a general housing bill 
with several important ere ‘One prime purpose was to stim- 
ulate additional construction activity to combat the recession. A 
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second major objective was to achieve better housing generally, im- 
prove present programs designed to combat slums and blight, and 
provide special assistance to meritorious housing programs such as 
military housing, college housing, cooperative housing, and the vet- 
erans’ home loan program. 

Title 1 would have broadened FHA programs. The regular FHA 
section 203 sales program would have been changed to reduce required 
down payments and lengthen loan maturities; facilitate trade-in 
financing; and broaden the section 203 (i) program to encourage low- 
cost housing outside of built-up areas. Other FHA programs would 
have been changed to encourage more rental housing construction and 
cooperative housing construction to alleviate the acute shortage of 
such housing in urban centers. The section 221 relocation housing 
program—a vital part of urban renewal and slum clearance—would 
have been strengthened by raising the mortgage ceiling to make the 
sales program more workable in many areas, and by establishing a new 
section 221 rental housing program. The section 222 program for 
servicemen would have been changed by increasing the mortgage ceil- 
ing and extending the program to cover low-cost sales housing in 
outlying areas under section 203 (i). The bill would also have set 
up a new FHA program to insure mortgages on proprietary (i. 
profit-run) nursing homes. 

Title Il would have established a program of Federal loans to per- 
mit nonprofit corporations to build housing for the elderly. These 
loans would have carried an interest rate of 34% percent under present 
conditions, with maturities up to 50 years. Appropriations of $100 
million would have been authorized for such loans. 

Title I1I related to the Federal National Mortgage Association. 
It would have extended through August 7, 1959, the requirement 
that FNMA pay par for mortgages it buys under its special assist- 
ance program; reduced FNMA’s commitment and purchase fees for 
such mortgages; authorized the President to make $500 million addi- 
tional available for FNMA purchases of FHA and VA loans up to 
$13,500 under the antirecession authority provided in the Emergency 
Housing Act; extended the so-called standby commitment to cover 
existing homes; authorized FNMA to make loans on pledged FHA 
and VA mortgages; and increased from $15,000 to $17,500 the limit 
that generally applies to FNMA mortgage purchases. 

Title IV would have authorized capital grants of $500 million a 
vear for 2 years for slum clearance and urban renewal, and would 
have made a number of changes in the urban renewal program. 
These would have broadened eligibility for relocation payments, 
increased the amounts of such payments, made an increased portion 
of urban renewal grants available for redeveloping industrial and 
commercial areas, and made other changes to achieve more efficient 
operation. 

Title V would have provided $400 million additional for college 
housing loans, of which $50 million would have been reserved for 
“other educational facilities” such as cafeterias and student centers 
and $50 million would have been reserved for housing for nurses and 
interns. The bill would have provided a new program of loans to 
educational institutions for the construction or rehabilitation of class- 
rooms, laboratories, and related fixed facilities and initial utilities 
necessary or appropriate for the mstruction of students, the adminis- 
tration of the institutions, or the conduct of varied research activities. 


e., 
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Appropriations of $250 million would have been authorized for such 
loans. A further amendment would have made nonprofit student 
housing cooperatives eligible under the college housing program. 

Title VI would have extended the armed services housing mortgage 
insurance program for 1 additional year (June 30, 1959, to June 30, 
1960). It also contained provisions to facilitate the acquisition by 
the military of Wherry housing and also section 207 rental housing 
projects, under certain conditions. <A further amendment would have 
required that time and a half be paid for overtime on projects financed 
under section 803. Another amendment would have made it clear that 
under the Wherry acquisition program the Secretary of Defense could 
assume the existing mortgage when acquiring the property or acquire 
the property subject to the mortgage. 

Title VII of the bill would have established a new mortgage insur- 
ance program to encourage lower downpayment loans outside of the 
FHA and VA programs. It would have created a Home Mortgage 
Guarantee Corporation, under the jurisdiction of the Federal Home 
Loan Bank Board, to write this insurance. The insurance would 
have covered the top 20 percent of the loan, subject to a requirement 
that the lender bear 10 percent of any loss Loans of up to 90 percent 
of the value of the home, but not more than $25,000, would have been 
eligible for insurance. The initial capital for the new Corporation 
would have been provided by the 11 Federal Home Loan Banks, 
through a $20 million stock subscription. The Corporation would 
have charged premiums for the insurance to cover expenses and build 
up reserves. 

Title VIII would have given discretionary authority to the FHA 
Commissioner to help prevent foreclosure in cases where the borrower 
becomes unemployed. One amendment would have permitted de- 
faulted interest payments to be included in the FHA debentures 
instead of in the certificate of claim as under present procedure. 
Another provision would have authorized the Commissioner to 
acquire the mortgage in return for debentures paid to the lender to 
prevent foreclosure in cases where the lender would be unwilling or 
unable to exercise forebearance. 

Title LX related to veterans’ housing. It would have provided an 
additional $150 million for direct home loans to veterans. It would 
also have removed the requirement that the maximum interest rate 
on VA-guaranteed and direct loans shall be one-half of 1 percent 
below the maximum interest rate on FHA section 203 loans. 

Another provision would have added to the list of “supervised 
lenders”’ whose loans are guaranteed by VA on an automatic basis 
all certified agents of any Federal agency which are acceptable to 
the Veterans’ Administration. The bill also provided that down- 
payments or deposits made by veterans on purchases of homes in a 
project of five or more units shall be placed in a special trust fund 
until the date of settlement, and authorized the Administrator of 
Veterans’ Affairs to suspend from participation in the veterans’ loan- 
guaranty program any builder, owner, or sponsor who has been 
similarly suspended from participation in an FHA program. 

Title X would have provided a new program under title V of the 
Housing Act of 1949 for the insurance of loans to provide housing 
for migratory farm labor. Another amendment would have extended 
existing authorizations for low-rent public housing for 1 additional 
vear. Another amendment would have extended the farm housing 
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research program for 3 additional years and authorized appropria- 
tions of $100,000 a year during such additional period. Other amend- 
ments concerned the sale of housing financed under title IX of the 
National Housing Act which had been acquired by FHA, funds for 
surveys of public works planning, hospital construction under. the 
Defense Housing and Community Facilities and Services Act of 1951, 
and the disposal of additional war housing projects. 


AREA REDEVELOPMENT ACT 
House Report 2099 
S. 3683 


(This bill passed the Senate on May 13, 1958, and passed the House 
with amendments on August 22. When the President refused to 
sign it, it failed to become law.) 


The Area Redevelopment Act would have established a new program 
to help build new employment opportunities in industrial areas suffer- 
ing from chronic unemployment, and in rural areas with heavy con- 
centrations of low-income farm families. 

The act provides for an Area Redevelopment Administration, 
headed by an area redevelopment commissioner, as a constituent 
agency of the Housing and Home Finance Agency. The Commis- 
sioner would be responsible for designating the areas to be assisted 
under the act. These would be designated as “industrial redevelop- 
ment areas” or “rural redevelopment areas.’”’ He would be required 
to designate as an industrial redevelopment area any area which has 
suffered from unemployment of 6 percent or more for 18 of the pre- 
ceding 24 months, or 9 percent or more for 15 of the preceding 18 
months, or 12 percent or more for the preceding 12 months. He 
would have discretionary authority to designate as an industrial area 
any area which has suffered 15 percent unemployme nt for the pre- 
ceding 6 months, if the cause is not temporary, or any other area which 
has suffered “substantial and persistent unemployment for an ex- 
tended period of time.” The areas eligible for designation as rural 
redevelopment areas would be those with the largest number and 
percentage of low-income families, plus substantial and persistent 
unemployment or underemployment. 

Appropriations of $200 million would be authorized for revolving 
funds for redevelopment loans; $100 million for industrial redevelop- 
ment areas and $100 million for rural redevelopment areas. These 
loans would be to help finance industrial plants. They could cover the 
purchase or development of land and facilities (including machinery 
and Ste ee ), construction of new buildings, rehabilitation of 
empty buildings, or alteration of existing buildings. Applicants for 
such loans would have to be approved by a State or local agency 
directly concerned with the economic development of the locality, and 
the project would have to conform with an overall program for the 
economic development of the area. The Federal loan could not exceed 
65 percent of the project cost, and there would have to be reasonable 
assurance of repayment. The maximum term would be 40 years 
(with a possible extension of 10 years), and the interest rate would be 
fixed under a formula which adds one-fourth of 1 percent to the current 
average yield on long-term marketable Government obligations (this 
worked out at 3% percent when the bill was passed). 
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The act also would authorize appropriations of $75 _—* annually 
for grants to provide public facilities in redevelopment area Such a 
grant would be authorized only if it will fill a pressing nee aa in the area 
and there is little probability the project can be undertaken without 
the grant. The applicant must contribute to the cost in proportion 
to its ability to do so. In addition, the Commissioner must find that 
the project will provide more than a temporary alleviation of unem- 
ployment or underemployment and will tend to improve the oppor- 
tunities for successfully establishing or expanding industrial or 
commercial plants or facilities in the area. 

The Commissioner could provide technical assistance to redevelop- 
ment areas, to help them evaluate their needs and develop their 
potentialities for growth. Appropriations of $4,500,000 annually would 
be authorized for this purpose. The Commissioner would also be 
required to furnish such areas with any information or advice obtain- 
able from the various Government agencies which may help provide 
greater employment opportunities, and to furnish the Government 
procurement offices with a list of firms in redevelopment areas that 
desire Government contracts. 

For industrial redevelopment areas, the act would waive certain of 
the normal requirements of the slum clearance and urban renewal pro- 
gram, so that financial assistance may be extended under this program 
to clear sites in these areas for industrial and commercial development. 
Up to 10 percent of the funds authorized for the slum clearance and 
urban renewal program after June 1, 1958, would be available for this 
purpose. 

The act also would amend section 701 of the Housing Act of 1954 to 
make planning grants under that section available to counties and 
municipalities located in industrial redevelopment areas, even though 
they exceed the 25,000 population limit that normally applies. These 
grants are for surveys, land-use studies, and other planning work 
(excluding plans for specific public works). 

The act also provides that the Secretary of Labor shall determine 
the vocational training needs of unemployed individuals in redevelop- 
ment areas, and cooperate with Federal, State, and local officials in 
charge of existing vocational training programs to make sure their 
facilities and services are fully available to such individuals. If the 
Secretary of Labor finds a need for additional facilities or services 
and so advises the Secretary of Health, Education, and Welfare, 
additional Federal assistance for this purpose would be authorized, in- 
cluding financial assistance, to be furnished through the Commissioner 
of Education in the Department of Health, Education, and Welfare. 

The act contains safeguards against “pirating’’ of industries. Sec- 
tion 6 (a) provides that no redevelopment loan shall be made “‘to assist 
establishments relocating from one area to another when such assist- 
ance will result to any extent in detriment to the area of original loca- 
tion by increasing unemployment.’’ The same provision is included 
in section 13, with respect to the use of financial assistance under the 
slum clearance and urban renewal program. 
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